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ARTICLE XX DSHS GENERAL PROVISIONS 

 
In addition to the terms and conditions in the Department of State Health Services (DSHS or Department) 

FY 2016 General Provisions (General Provisions), Contractor agrees to comply with these 2016 Federal 

Grant Subrecipient Additional Provisions. 

 
ARTICLE XXI PROGRAM OPERATIONS 

 
Section 21.01 Client Financial Eligibility. 

Where applicable, Contractor shall use financial eligibility criteria, financial assessment procedures and 

standards developed by the Department to determine client eligibility. 

 
Section 21.02 Contracts with Subrecipient and Vendor Subcontractors. 

a. Contractor may enter into contracts with subrecipient subcontractors unless restricted or otherwise 

prohibited in the Contract or Program Attachment(s). 

 
b. Prior to entering into a subrecipient agreement equaling or exceeding $100,000, Contractor shall 

obtain written approval from DSHS. 

 
c. Contractor shall establish written policies and procedures for competitive procurement and 

monitoring of subcontracts and shall produce a subcontracting monitoring plan. 

 
d. Contractor shall monitor subrecipient subcontractors for both financial and programmatic 

performance and shall maintain pertinent records that must be available for inspection by DSHS. 

 
e. Contractor shall ensure that subcontractors are fully aware of the requirements placed upon them by 

state/federal statutes, rules, and regulations and by the provisions of this Contract. 

 
f. Contracts with all subcontractors, whether vendor or subrecipient, must be in writing and include 

the following: 

1. Name and address of all parties and the subcontractor’s Vendor Identification Number (VIN) or 

Employee Identification Number (EIN); 

2. Detailed description of the services to be provided; 

3. Measurable method and rate of payment and total not-to-exceed amount of the contract; 

4. Clearly defined and executable termination clause; and 

5. Beginning and ending dates that coincide with the dates of the Contract. 

 
g. Contractor is responsible to DSHS for the performance of any subcontractor. 

 
h. Contractor shall not contract with a subcontractor, at any tier, that is debarred, suspended, or 

excluded from or ineligible for participation in federal assistance programs or if the subcontractor 

would be ineligible under the Sections 12.05, 14.03 and 14.04 of the General Provisions. 
 
Section 21.03 Incorporation of Terms in Subrecipient Subcontracts. 

a. Contractor shall include in all its contracts with subrecipient subcontractors and solicitations for 

subrecipient subcontracts, without modification (except as required to make applicable to the 

subcontractor): 

1. Assurances and Certifications in Article XII of the General Provisions; 

2. Sections 14.03 and 14.04 of the General Provisions; and 
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3. A provision granting to DSHS, SAO, OIG, and the Comptroller General of the United States, 

and any of their representatives, the right of access to inspect the work and the premises on 

which any work is performed, and the right to audit the subcontractor in accordance with Article 

X of the General Provisions; 

 
b. Each subrecipient subcontract contract must also include a copy of these General Provisions and a 

copy of the Statement of Work and any other provisions in the Program Attachment(s) applicable to 

the subcontract. 

 
c. Contractor shall ensure that all written agreements with subrecipient subcontractors incorporate the 

terms of this Contract so that all terms, conditions, provisions, requirements, duties and liabilities 

under this Contract applicable to the services provided or activities conducted by a subcontractor are 

passed down to that subcontractor. 

 
d. No provision of this Contract creates privity of contract between DSHS and any subcontractor of 

Contractor. 

 
e. If a subcontractor is unable to certify (or status changes during contract term) to any of the 

statements in Sections 14.03 and 14.04, or any of the certifications stated in Article XII of the 

General Provisions, Contractor shall submit an explanation to the contract manager assigned to the 

Contract. 
 
Section 21.04 Quality Management. 

Contractor shall comply with quality management requirements as directed by the Department. 

 
Section 21.05 Contractor’s Notification of Change to Certain Contract Provisions. 

The following changes may be made to this Contract without a written amendment or the Department’s 

prior approval: 

a. Cumulative budget transfers that do not exceed 25% among direct cost categories, other than the 

equipment category, of less than $100,000, provided that the total budget amount is unchanged 

(This subsection does not apply to contracts funded by funding sources that have different 

percentage requirements); and 

b. Change in Contractor’s share of the budget concerning non-DSHS funding other than program 

income and match, regardless of the amount of the change, provided that in changing the budget, 

Contractor is not supplanting DSHS funds. 

 
Contractor within ten calendar days shall notify in writing the contract manager assigned to the Program 

Attachment of any change enumerated in this section, but the contract will not be amended. 

 
Section 21.06 Responsibilities and Restrictions Concerning Governing Body, Officers and 

Employees. 

a. Contractor and its governing body shall bear full responsibility for the integrity of the fiscal and 
programmatic management of the organization.  This provision applies to all organizations, 

including Section 501(c) (3) organizations as defined in the Internal Revenue Service Code as not- 

for-profit organizations. 

 
b. Each member of Contractor’s governing body shall be accountable for all funds and materials 

received from Department.  The responsibility of Contractor’s governing body shall also include 
accountability for compliance with Department Rules, policies, procedures, and applicable federal 

and state laws and regulations; and correction of fiscal and program deficiencies identified through 
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self-evaluation and Department’s monitoring processes. Contractor’s governing body shall ensure 

separation of powers, duties, and functions of governing body members and staff. 

 
c. No member of Contractor’s governing body, or officer or employee of Contractor shall vote for, 

confirm or act to influence the employment, compensation or change in status of any person related 

within the second degree of affinity or the third degree of consanguinity (as defined in Texas 

Government Code Chapter 573) to the member of the governing body or the officer or any 

employee authorized to employ or supervise such person. This prohibition does not prohibit the 

continued employment of a person who has been continuously employed for a period of two years 

prior to the election, appointment or employment of the officer, employee, or governing body 
member related to such person in the prohibited degree. These restrictions also apply to the 

governing body, officers and employees of Contractor’s subcontractors. 

 
Section 21.07 Direct Operation. 
At the Department’s discretion, the Department may temporarily assume operations of a Contractor’s 

program or programs funded under this Contract when the continued operation of the program by Contractor 

puts at risk the health or safety of clients and/or participants served by Contractor. 
 

ARTICLE XXII   PROGRAM EQUIPMENT AND SUPPLIES 
 
Section 22.01 Equipment. 

Equipment means tangible personal property having a useful lifetime of more than one year and a per-unit 
acquisition cost that exceeds the lesser of the capitalization level established by the of $5,000 or more. 

Contractors shall inventory all equipment, and report the inventory on the Contractors Property Inventory 

Form. 

 
Contractor shall initiate the purchase of all equipment approved in writing by DSHS, in the first quarter of 

the Contract or Program Attachment term, as applicable.  Failure to timely initiate the purchase of  

equipment may result in the loss of availability of funds for the purchase of equipment. Requests to purchase 

previously approved equipment after the first quarter in the Program Attachment must be submitted to the 

contract manager assigned to this Contract. 

 
Section 22.02 Equipment List. 

a. All items of equipment to be purchased with funds under this Contract must be itemized in 

Contractor’s equipment list as finally approved by the Department in the executed Contract.  The 

equipment list must include: 

1. Description of the property; 
2. Serial number or other identification number; 

3. Source of funding for the property (including the Federal Assistance Identification Number); 

4. Who holds title, 
5. Acquisition date and cost of the property; 

6. Percentage of Federal participation in the project costs for the Federal award under which the 

property was acquired; 

7. Location use and condition of the property; and 

8. Any ultimate disposition data including the date of disposal and sale price of property.  Any 

changes to the approved equipment list in the executed Contract must be approved in writing by 

Department prior to the purchase of equipment. 

 
b. Contractor shall submit to the contract manager assigned to this Contact, a written description 

including complete product specifications and need justification prior to purchasing any item of 
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unapproved equipment.  If approved, Department will acknowledge its approval by means of a 

written amendment. 
 
Section 22.03 Supplies. 

a. Supplies are defined as consumable items necessary to carry out the services under this Contract 

including medical supplies, drugs, janitorial supplies, office supplies, patient educational supplies, 

software, and any items of tangible personal property other than those defined as equipment above. 

 
b. Tangible personal property includes controlled assets, including firearms, regardless of the 

acquisition cost, and the following assets with an acquisition cost of $500 or more, but less than 
$5,000, which includes desktop and laptop computers (including notebooks, tablets and similar 
devices), non-portable printers and copiers, emergency management equipment, communication 

devices and systems, medical and laboratory equipment, and media equipment are also considered 

Supplies. 

 
c. Prior approval by DSHS of the purchase of Controlled Assets is not required, but such purchases 

must be reported on the Contractors Property Inventory Form as detailed under Section 22.04. 
 
Section 22.04 Property Inventory and Protection of Assets. 

Contractor shall maintain an inventory of equipment, supplies defined as controlled assets, and property 

described in Section 14.06 of the General Provisions and submit an annual cumulative report of the 

equipment and other property on Contractor’s Property Inventory Report to the Department’s Contract 

Oversight and Support Section, Mail Code 1326, P.O. Box 149347, Austin, Texas 78714-9347, no later than 

October 15th of each year.  The report is located on the DSHS website at: 

http://www.dshs.state.tx.us/contracts/forms.shtm. 
 

Contractor shall maintain, repair, and protect assets under this Contract to assure their full availability and 

usefulness. 

 
If Contractor is indemnified, reimbursed, or otherwise compensated for any loss of, destruction of, or 

damage to the assets provided or obtained under this Contract, Contractor shall use the proceeds to repair or 

replace those assets. 
 
Section 22.05 Assets as Collateral Prohibited. 

Contractors on a cost reimbursement payment method shall not encumber equipment purchased with 

Department funds without prior written approval from the Department. 

 
ARTICLE XXIII   PROGRAM FUNDS AND PAYMENTS 

 
Section 23.01 Use of Funds. 

Contractor shall expend Department funds only for the provision of approved services and for reasonable 

and allowable expenses directly related to those services. 

 
Section 23.02 Use for Match Prohibited. 

Contractor shall not use funds provided through this Contract for matching purposes in securing other 

funding unless directed or approved by the Department in writing. 

http://www.dshs.state.tx.us/contracts/forms.shtm
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Section 23.03 Program Income. 

a. Gross income directly generated from Department funds through a project or activity performed 

under a Contract and/or earned only as a result of this Contract during its term is considered 

program income. 

 
b. Unless otherwise required under the terms of the grant funding this Contract, Contractor shall use 

the addition alternative, as provided in the Uniform Grant Management Standards, for the use of 

program income to further the program objectives of the state or federal statute that provided the 

authority of this Contract or its Program Attachment, and Contractor shall spend the program 

income on the same Project Attachment or Statement of Work project under which it was 

generated. 

 
c. Contractor shall identify and report this income in accordance with Article IX of these General 

Provisions and the provisions in the Contract or its Program Attachment(s). 

 
d. Contractor shall expend program income during the Program Attachment term and may not carry 

forward to any succeeding term.  Contractor shall refund program income not expended in the term 

in which it is earned to DSHS. 

 
e. DSHS may base future funding levels, in part, upon Contractor’s proficiency in identifying, billing, 

collecting, and reporting program income, and in using it for the purposes and under the conditions 
specified in this Contract. 

 
Section 23.04 Nonsupplanting. 

Contractor shall not use funds from this Contract to replace or substitute existing funding from other sources 

that also supports the activities that are the subject of this Contract but rather shall use funds from this 

Contract to supplement existing state or local funds currently available for a particular activity. 

 
Contractor shall make a good faith effort to maintain its current level of support. 

 
Contractor may be required to submit documentation substantiating that a reduction in state or local funding, 

if any, resulted for reasons other than receipt or expected receipt of funding under this Contract. 

 
Section 23.05 Payment Methods. 

Section 5.01 of the General Provisions is replaced with the following: 

Except as otherwise provided by the provisions of this Contract or its Program Attachment(s), the payment 

method for it will be cost reimbursement.  This payment method is based on an approved budget in this 

Contract or its Program Attachment(s) and acceptable submission of a request for reimbursement. 
 
Section 23.06 Financial Status Reports (FSRs).  Except as otherwise provided in these General 

Provisions or in the terms of Contracts, if a contract has a categorical budget, Contractor shall submit 

quarterly FSRs to Accounts Payable by the last business day of the month following the end of each quarter 

of the Contract term for Department review and financial assessment.  Contractor shall submit the final FSR 

no later than 45 calendar days following the end of the Contract term. 

 
Section 23.07 Working Capital Advance. 

If necessary, if allowed by law, and if permitted at DSHS sole discretion, Contractor's requests for an 

advance of funds shall be limited to the minimum amount needed for effective accomplishment of the 

Project under this Contract, and shall be timed as closely as possible to actual cash requirements. Contractor 



Subrecipient General Provisions (September 1, 2015) 36 

shall establish procedures to minimize the time elapsing between the transfer of funds from DSHS to 

Contractor, and shall ensure that such funds are disbursed as soon as administratively possible. 
 
Section 23.08 Condition Precedent to Requesting Payment. 

Contractor shall disburse program income, rebates, refunds, contract settlements, audit recoveries, and 

interest earned on such funds before requesting cash payments including any advance payments from 

Department. 

 
Section 23.09 Management and Control Systems. 

a. Contractor shall maintain an appropriate contract administration system to ensure that all terms, 

conditions, and specifications are met during the term of the contract through the completion of the 

closeout procedures. 

 
b. Contractor shall develop, implement, and maintain financial management and control systems  

that meet or exceed the requirements of UGMS.  Those requirements and procedures include, at a 

minimum, the following: 

 
1. Financial planning, including the development of budgets that adequately reflect all functions 

and resources necessary to carry out authorized activities and the adequate determination of 

costs; 

2. Financial management systems that include accurate accounting records that are accessible and 

identify the source and application of funds provided under each Program Attachment of this 

Contract, and original source documentation substantiating that costs are specifically and solely 

allocable to a Contract and its Program Attachment and are traceable from the transaction to the 

general ledger; 
3. Effective internal and budgetary controls; 

4. Comparison of actual costs to budget; determination of reasonableness, allowableness, and 

allocability of costs; 

5. Timely and appropriate audits and resolution of any findings; 

6. Billing and collection policies; and 

7. Mechanism capable of billing and making reasonable efforts to collect from clients and third 

parties. 
 
Section 23.10 Effect of Grant Close Out. 

Contractor must submit all requests for reimbursement prior to the date of the closure of the grant. DSHS 

may reject any request for reimbursement submitted after closure of the grant. 
 

ARTICLE XXIV ALLOWABLE COSTS AND AUDIT REQUIREMENTS 
 
Section 24.01 Allowable Costs. 

a. Except as provided by Section 23.06, DSHS will reimburse Contractor for services satisfactorily 

performed, and sufficiently documented for allowable costs. 

 
b. Contractor must have incurred a cost prior to claiming reimbursement and within the applicable 

term to be eligible for reimbursement under this Contract. 

 
c. DSHS will determine whether costs submitted by Contractor are allowable and eligible for 

reimbursement. 



Subrecipient General Provisions (September 1, 2015) 37 

d. If DSHS has paid funds to Contractor for unallowable or ineligible costs, DSHS will notify 

Contractor in writing, and Contractor shall return the funds to DSHS within 30 calendar days of the 

date of this written notice. 

 
e. DSHS may withhold all or part of any payments to Contractor to offset reimbursement for any 

unallowable or ineligible expenditures that Contractor has not refunded to DSHS, or if financial 

status report(s) are not submitted by the due date(s). DSHS may take repayment (recoup) from 

funds available under this Contract in amounts necessary to fulfill Contractor’s repayment 

obligations. 

 
Applicable Cost principles, Audit requirements and Administrative Requirements 

Applicable Entity Applicable Cost 

Principles 

Audit Requirements Administrative 

Requirements 

State, Local and Tribal 

Governments 

OMB Circular A-87 

(2 CFR, Part 225) 

OMB Circular 

A-133 and UGMS 

UGMS, OMB Circular 

A-102, and applicable 

Federal awarding 

agency common rule 

Educational Institutions OMB Circular A-21 

(2 CFR, Part 220) 

OMB Circular 

A-133 

OMB Circular A-110 (2 

CFR, Part 215) and 

applicable Federal 

awarding agency 

common rule; and 

UGMS, as applicable 

Non-Profit 
Organizations 

OMB Circular 

A-122 (2 CFR, Part 

230) 

OMB Circular 
A-133 and UGMS 

UGMS; OMB Circular 
A-110 (2 CFR, Part 

215) and applicable 

Federal awarding 

agency common rule 

For-profit Organization 

other than a hospital and 

an organization named 

in OMB Circular A-122 

(2 CFR Part, 230) as not 

subject to that circular. 

48 CFR Part 31, 

Contract Cost 

Principles 

Procedures, or 

uniform cost 

accounting standards 

that comply with 

cost principles 

acceptable to the 

federal or state 

awarding agency 

OMB Circular A- 
133 and UGMS 

UGMS and applicable 

Federal awarding 

agency common rule 

 

A chart of applicable Federal awarding agency common rules is located through a weblink on the DSHS 

website at http://www.dshs.state.tx.us/contracts/links.shtm. OMB Circulars will be applied with the 

modifications prescribed by UGMS with effect given to whichever provision imposes the more stringent 

requirement in the event of a conflict.  The Contract will specify appropriate grant guidance. 

 
Section 24.02 Property Acquisitions. 

Department funds must not be used to purchase buildings or real property.  Any costs related to the initial 

acquisition of the buildings or real property are not allowable. 

http://www.dshs.state.tx.us/contracts/links.shtm
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Section 24.03 Cost Allocation Plan. 

a. Contractor shall implement and follow the applicable Cost Allocation Plan. 

 
b. Contractor shall submit a Cost Allocation Plan on the format provided by DSHS to the 

Department’s Contract Oversight and Support Section, at Mail Code 1326, P.O. Box 149347, 

Austin, Texas 78714-9347, or by email to:  coscap@dshs.state.tx.us  no later than the 60th calendar 

day after the effective date of the Contract, except when a Contractor has a current Cost Allocation 

Plan on file with the Department. If Contractor’s plan is the same as the plan previously submitted 

to DSHS, by signing this Contract, Contractor certifies that its current Cost Allocation Plan for the 

current year is the same as the plan previously submitted. 

 
c. If the Cost Allocation Plan changes during the Contract term, Contractor shall submit a new Cost 

Allocation Plan to the Contract Oversight and Support Section within 30 calendar days after the 

effective date of the change. 

 
Section 24.04 Overtime Compensation. 

Except as provided in this section, Contractor shall be responsible for any obligations of premium overtime 

pay due employees.  Premium overtime pay is defined as any compensation paid to an individual in addition 

to the employee’s normal rate of pay for hours worked in excess of normal working hours. 

 
Funds provided under this Contract may be used to pay the premium portion of overtime only under the 

following conditions: 

a. With the prior written approval of DSHS; 

b. Temporarily, in the case of an emergency or an occasional operational bottleneck; 

c. When employees are performing indirect functions, such as administration, maintenance, or 

accounting; 

d. In performance of tests, laboratory procedures, or similar operations that are continuous in nature 
and cannot reasonably be interrupted or otherwise completed; or 

e. When lower overall cost to DSHS will result. 
 
Section 24.05 Independent Single or Program-Specific Audit. 

a. If Contractor within Contractor’s fiscal year expends a total amount of at least $750,000 in federal 

funds awarded, Contractor shall have a single audit or program-specific audit in accordance with the 

2 CFR § 200.501. The $750,000 federal threshold amount includes federal funds passed through by 

way of state agency awards. 

 
b. If Contractor within Contractor’s fiscal year expends a total amount of at least $500,000 in state 

funds awarded, Contractor must have a single audit or program-specific audit in accordance with 

UGMS, State of Texas Single Audit Circular. 

 
c. For-profit Contractors whose expenditures meet or exceed the federal and/or state expenditure 

thresholds stated above shall follow the guidelines in 2 CFR § 200.501 or UGMS, as applicable, for 

their program-specific audits. 

 
d. The HHSC Office of Inspector General (OIG) will notify Contractor to complete the Single Audit 

Status Registration Form. 

 
e. If Contractor fails to complete the Single Audit Status Form within 30 calendar days after 

notification by OIG to do so, Contractor shall be subject to DSHS sanctions and remedies for non- 

compliance with this Contract. 

mailto:coscap@dshs.state.tx.us
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f. The audit must be conducted by an independent certified public accountant and in accordance with 

applicable OMB Circulars, Government Auditing Standards, and UGMS, which is accessible 

through a web link on the DSHS website at http://www.dshs.state.tx.us/contracts/links.shtm. 
 

g. Contractor shall procure audit services in compliance with this section, state procurement 

procedures, as well as with the provisions of UGMS.  Contractor, unless Contractor is a state 

governmental entity, shall competitively re-procure independent single audit services at least every 

six years. 

 
Section 24.06 Submission of Audit. 

Within thirty (30) calendar days of receipt of the audit reports required by the Independent Single or 

Program- Specific Audit section, Contractor shall submit one copy to the Department’s Contract Oversight 

and Support Section, and one copy to the OIG, at the following addresses: 

 
Department of State Health Services 

Contract Oversight and Support, Mail Code 1326 
P.O. Box 149347 

Austin, Texas 78714-9347 

 

Health and Human Services Commission 

Office of Inspector General 

Compliance/Audit, Mail Code 1326 
P.O. Box 85200 

Austin, Texas 78708-5200 

 
Electronic submission to DSHS should be addressed as follows: 

COSContractAdministration@dshs.state.tx.us 
 

Electronic submission to HHSC should be addressed as follows: 

Queenah.Teamah@hhsc.state.tx.us 
 

If Contractor fails to submit the audit report as required by the Independent Single or Program-Specific 

Audit section within thirty (30) calendar days of receipt by Contractor of an audit report, Contractor shall 

be subject to DSHS sanctions and remedies for non-compliance with this Contract. 
 
 
 
 

ARTICLE XXV   INSURANCE AND BONDS 
  
Section 25.01 Insurance. 

In addition to the Insurance provision in Section 14.22 of the General Provisions, Contractor shall maintain 

insurance or other means of repairing or replacing assets purchased with Department funds. 

 
Contractor shall repair or replace with comparable equipment any such equipment not covered by insurance 

that is lost, stolen, damaged or destroyed.  If any insured equipment purchased with DSHS funds is lost, 

stolen, damaged or destroyed, Contractor shall notify the contract manager assigned to this Contract within 5 

business days of learning of the loss, to obtain instructions whether to submit and pursue an insurance claim. 

Contractor shall use any insurance proceeds to repair the equipment or replace the equipment with 

comparable equipment or remit the insurance proceeds to DSHS. 

http://www.dshs.state.tx.us/contracts/links.shtm
mailto:COSContractAdmin@dshs.state.tx.us
mailto:Queenah.Teamah@hhsc.state.tx.us
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Section 25.02 Fidelity Bond. 

a. For the benefit of DSHS, Contractor is required to carry a fidelity bond or insurance coverage equal 

to the amount of funding provided under this Contract up to $100,000 that covers each employee of 

Contractor handling funds under this Contract, including person(s) authorizing payment of such 

funds. 

 
b. The fidelity bond or insurance must provide for indemnification of losses occasioned by any 

fraudulent or dishonest act or acts committed by any of Contractor’s employees, either individually 

or in concert with others, and/or failure of Contractor or any of its employees to perform faithfully 

his/her duties or to account properly for all monies and property received by virtue of his/her 

position or employment.  The bond or insurance acquired under this section must include coverage 

for third party property. 

 
c. Contractor shall notify, and obtain prior approval from, the DSHS Contract Oversight and Support 

Section before settling a claim on the fidelity bond or insurance. 

 
Section 25.03 Liability Coverage. 

For the benefit of DSHS, Contractor shall at all times maintain liability insurance coverage, referred to in 

Tex. Gov. Code § 2261.102, as “director and officer liability coverage” or similar coverage for all persons in 

management or governing positions within Contractor’s organization or with management or governing 

authority over Contractor’s organization (collectively “responsible persons”).  This section applies to entities 

that are organized as non-profit corporations under the Texas Non-Profit Corporation Act; for-profit 

corporations organized under the Texas Business Corporations Act; and any other legal entity. 

 
Contractor shall maintain copies of liability policies on site for inspection by DSHS and shall submit copies 

of policies to DSHS upon request.  Contractor shall maintain liability insurance coverage in an amount not 

less than the total value of this Contract and that is sufficient to protect the interests of Department in the 

event an actionable act or omission by a responsible person damages Department’s interests.  Contractor 

shall notify, and obtain prior approval from, the DSHS Contract Oversight and Support Section before 

settling a claim on the insurance. 
 
 

ARTICLE XXVI TERMINATION, BANKRUPTCY AND CLOSEOUT 
 
Section 26.01 Final Budget 

Contractor shall submit an actual Budget to DSHS no later than sixty (60) days after the contract termination 

date or at the conclusion of all contract activities, whichever occurs first. The Budget shall be in a format 

prescribed by DSHS and shall be accompanied by a report of all activities performed under this Contract. 
 
Section 26.02 Bankruptcy. 

In the event of bankruptcy, Contractor shall sever Department property, equipment, and supplies in 

possession of Contractor from the bankruptcy, and title must revert to Department.  If directed by DSHS, 

Contractor shall return all such property, equipment and supplies to DSHS. 

 
Contractor shall ensure that its subcontracts, if any, contain a specific provision requiring that in the event 

the subcontractor’s bankruptcy, the subcontractor must sever Department property, equipment, and supplies 

in possession of the subcontractor from the bankruptcy, and title must revert to Department, who may 

require that the property, equipment and supplies be returned to DSHS. 
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Section 26.03 Title to Property. 

At the expiration or termination of this Contact for any reason, title to any remaining equipment and 

supplies purchased with funds under this Contract reverts to Department.  Title may be transferred to any 

other party designated by Department.  The Department may, at its option and to the extent allowed by law, 

transfer the reversionary interest to such property to Contractor. 
 
Section 26.04 Disposition of Property. 

a. Contractor shall follow the procedures in the American Hospital Association’s (AHA) “Estimated 

Useful Lives of Depreciable Hospital Assets” in disposing, at any time during or after the Contract 

term, of equipment purchased with the Department funds, except when federal or state statutory 

requirements supersede or when the equipment requires licensure or registration by the state, or 

when the acquisition price of the equipment is equal to or greater than $5,000. 

 
b. All other equipment not listed in the AHA reference (other than equipment that requires licensure or 

registration or that has an acquisition cost equal to or greater than $5,000) will be controlled by the 

requirements of UGMS. 

 
c. If, prior to the end of the useful life, any item of equipment is no longer needed to perform services 

under this Contract, or becomes inoperable, or if the equipment requires licensure or registration or 

had an acquisition price equal to or greater than $5,000, Contractor shall request disposition 

approval and instructions in writing from the contract manager assigned to this Contract. 

 
d. After an item reaches the end of its useful life, Contractor shall ensure that disposition of any 

equipment is in accordance with Generally Accepted Accounting Principles, and any applicable 

federal guidance. 
 
Section 26.05 Closeout of Equipment. 

At the end of the term of a Contract that has no additional renewals or that will not be renewed (Closeout),  

or when a Contract is otherwise terminated, Contractor shall submit to the contract manager assigned to this, 

an inventory of equipment purchased with Department funds and request disposition instructions for such 

equipment. 

 
All equipment purchased with Department funds must be secured by Contractor at the time of Closeout, or 

termination of this Contract, and must be disposed of according to the Department’s disposition instructions, 

which may include return of the equipment to DSHS or transfer of possession to another DSHS contractor,  

at Contractor’s expense. 
 

 
 

ARTICLE XXVII NON-EXCLUSIVE LIST OF APPLICABLE LAWS 
 

 
Where applicable, federal statutes and regulations, including federal grant requirements applicable to 

funding sources, will apply to this Contract. Contractor agrees to comply with applicable laws, executive 

orders, regulations and policies, as well as Office of Management and Budget (OMB) Circulars (as codified 

in Title 2 of the Code of Federal Regulations), the Uniform Grant and Contract Management Act of 1981 

(UGMA), Tex. Gov. Code Chapter 783, and Uniform Grant Management Standards (UGMS), as revised by 

federal circulars and incorporated in UGMS by the Comptroller of Public Accounts, Texas Procurement and 

Support Services Division.  UGMA and UGMS can be located through web links on the DSHS website at 

http://www.dshs.state.tx.us/contracts/links.shtm. 

http://www.dshs.state.tx.us/contracts/links.shtm
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Contractor also shall comply with all applicable federal and state assurances contained in the Uniform 

Grant Management Standards. If applicable, Contractor shall comply with the Federal awarding agency’s 

Common Rule, and the U.S. Health and Human Services Grants Policy Statement, both of which may be 

located through web links on the DSHS website at http://www.dshs.state.tx.us/contracts/links.shtm. For 

contracts funded by block grants, Contractor shall comply with Tex. Gov. Code Chapter 2105. 

http://www.dshs.state.tx.us/contracts/links.shtm

